After the Peace of Paris, the imperial government continued to maintain large numbers of regular troops in America. The supply and payment of these men was at first effected by the process of having the commander-in-chief draw bills of exchange directly upon the paymaster-general in England. This was a financial operation of considerable magnitude, and, as bills were sometimes drawn fok large amounts within short periods of time, the exchanges were then unduly depressed and very considerable loss resulted to the public. To obviate these losses, in 1767 a contract was entered into by the commissioners of the Treasury with Messrs. Fludgen and Drummond, by which these gentlemen were to have delivered to them all moneys issued from the Treasury for remittance to America; these moneys were to be turned into Spanish gold and silver coins and to be paid over (as they were cent. of the moneys delivered to them. 1 It was anticipated that, by this arrangement, the exchange would be stabilized and the necessity for remittance of specie avoided.
ceased to recommend this course, but despite his advice very little specie was received during his term of office.
• How the exchanges were kept up and loss avoided on government bills, will appear later.
In July of the next year, the exchange contractors (now Harley and Drummond) apprised the Treasury that they had found it necessary to remove their Quebec agents, Drummond and Jordon, and were sending out, in their stead, the Honourable John Cochrane. 2 Cochrane, a young man of twenty-nine and the third son of the eighth Earl of Dundonald, arrived the following October. He evidently lost no time in estimating the general financial situation, for we find him writing to Haldimand about it on October 22 • with all the assurance of one who had been in business in the country for years. Every shilling, he says, required for the service must be obtained before the close of navigation, a "thing that from my experience has been found impracticable". The only expedient that will suit the case is that of giving bills of exchange on credit. This is a practice, we gather from later correspondence, quite adapted to the conditions of the country: the merchants receive their consignments of goods from England in the summer and autumn and dispose of them during the rest of the year. Obviously, they have little cash to give for bills until their goods are sold. It apparently is and has been the customary usage; the bills have been sold in the autumn on a deposit of, say, one-half their face value and interest has been charged on the unpaid balance, which has been liquidated as money has come in during the winter. The risks from this, especially at such a time, are obvious. Trade is galloping along with its usual war-time gait, a sudden slowing-up of which will certainly occur on peace being made. Moreover, the province stands in daily expectation of invasion. Quite possibly many of the debtors by bills issued would be glad to have their obligations conveniently discharged by the arrival of a rebel army; they might, indeed, to that end be not unwilling to lend their aid to such an army. • It is no surprise to find the contractors forbidding their agent to indulge in the practice. In fact, it is to be ]Supplies were sent on several occasions, but were either diverted to other points or lost by capture; seeB47, p. 39; B 55, p. 34; Q 18, p. 71; B. 59, p. 89.
• his advisers, who, in turn, "from their knowledge of the country being enabled to state that as long as Government had great demands for money, a great deal of credit must unavoidably be given", recommended that he authorize credit to be granted, subject to certain restrictions which they enumerated. The question as to the violation of these restrictions afterwards became the centre of contention between the governor and Cochrane. Briefly, they required that the remitters' agent must inform the governor in writing of (1) the applications made for bills on credit, (2) the credit standing of the applicant, both generally and with regard to bills previously issued him, (3) the date of qn July, 1782 (B 55: July 17, 1782) Haldimand gave the following estimate of the effect of supplies of specie upon exchange: oe100,000 remitted each spring: service amply provided for: bills at par.
•50,000 remitted each spring: minimum: bills at 5-6 % discount. None remitted each spring: bills at 15-20% discount: great likelihood of combines among merchants to withhold their cash and still further depress the exchanges.
• In his explanations to the government he stated that he had made requisitions to Cochrane to the amount of some oe800,000, intending these to be merely indicative of the total that might be required before the following spring. Cochrane had taken advantage of the letter of the law, by drawing at once for the full amount of the requisitions. Haldimand's reply to the Treasury, of July 17, ø explains the necessity for the large total of expenditure by referring to the matters of Indian presents and the ingress of the Loyalists. Once more, he states that credit on bills has alone prevented losses on exchange, which might have gone as high as twelve per cent. 7 He expects no bad debts from the amounts outstanding, and as government has assumed the risk, it earns the interest charged. He still, to a certain extent, constitutes himself an apologist for Cochrane's methods, if not for Cochrane.
• The issue of bills on credit, pursuant to the very definite orders of the Treasury, was, of course, immediately prohibited.
• Matters now rested until the following spring (1783), when manoeuvring began again. On April 20, the governor notes that Cochrane has overpaid his requisitions and that debts of oe102,000 are still outstanding. He wishes to know whether Cochrane considers this sum at the risk of government: if so, its collection must be proceeded with at once. 2 Cochrane gives a very evasive, and rather insolent reply and invites the governor to collect this money if he can 3. Also, a point which will come up again, he admits that the previous autumn he drew for a much greater sum than Haldimand's requisitions, mainly "to enable the merchants already indebted to carry on their business and settle at last without loss". a That is, he was "carrying" these men to whom he had extended credit, much as a bank now often "carries"a more or less insolvent merchant to whom it has made a loan, in the hope of finally recovering its money when its debtor gets on his feet again. Shaw and Fraser had again received the lion's share of the credit he had granted. 5
On April 24 Haldimand, through his secretary, returned a very restrained reply. ø Cochrane had evidently mistaken the intent of the letter of the twentieth. The general's intention was to know whether, from the fact of his having overpaid the requisitions, Cochrane had not voluntarily taken upon himself the debts outstanding from June, 1781 (which was the month in which the governor first assumed responsibility). These debts were now twenty-two months old, and such a long credit could never have been contemplated when the original arrangement was made.
The house of Shaw and Fraser alone had been carrying since 1780 a debt which had steadily mounted from oe54,000 to oe71,000, exclusive of interest. The governor deemed he was quite within his rights in interfering.
•Ibid. and also B 209, p. 99. 
TI-IE CANADIAN HISTORICAL REVIEW
Just at this stage, a mail came in from England which hardened the whole situation. Cochrane received a letter from his employers, stating the surprise they had experienced on finding themselves drawn upon for a sum so much in excess of the general's indications. "Giving your letter a second reading, some expression therein mentioned, led us into a suspicion that some hidden transaction was at the bottom, and to our astonishment we found you engaged in a speculation infinitely greater than that undertaken by your predecessors and for which they were superseded by you. "• They therefore notified Cochrane of his dismissal and the impending arrival of his successor. His powe? to draw bills was revoked from the time of the receipt of the letter.
Haldimand, in his turn, by the important Treasury despatch of January 2, 1783, 2 was informed that Harley and Drummond have applied for the payment of bills drawn on them by Cochrane to the amount of oe221,000 over and above all the governor's requisitions of which the Treasury had had notification. The Treasury was "persuaded that such a sum must have been drawn without his knowledge or countenance", and had exacted security from the contractors for repayment unless "requisitions from you to their Agent shall be produced within nine Calendar months" from December 28, 1782. As xve have noticed above, this very large total was the money which Cochrane had advanced to certain merchants, particularly Shaw and Fraser, in the autumn of 1782. 2 As it afterwards turned out, Haldimand was quite in the dark as to these transactions until he received this letter.
The despatch goes on to state that their Lordships are much worried over the large sums outstanding on credits formerly issued, and desire that --and this was the authority on which Haldimand grounded all his future actions --"if the whole of the sum outstanding has not been paid before you receive this letter, you will on no account grant any further indulgence but rigidly exact the immediate payment of it"
With such definite orders, the governor's course was quite clear, and on April 28 Jenkyns Williams, the solicitor-general, received instructions to proceed with the collection of the debts still owing on the bills of exchange drawn in June, 1781. The bulk of these, it will be remembered, oe71,000, or more than twothirds of the total, was owing by the house of Shaw and Fraser. 
ACT 133
The matter then shifts into the region of legal niceties. The chief point at issue was whether Cochrane would" lend his name" in a suit for the recovery of the debts; that is, would he, along with the Crown, become the plaintiff. The upshot of the negotiations was that he would not lend his name unless the total debts of the two years 1781 and 1782 were sued for.
• Haldimand refused to lump the two years together, quite properly pointing out that while the debts of 1781 were at the distinct risk of the Crown, those of 1782, granted by Cochrane on his own initiative, were Harley and Drummond's concern, security having been exacted from them in England to cover this very eventuality.
•-Cochrane having refused to associate himself with the Crown, Haldimand, after taking the opinions of• both the attorneygeneral and the solicitor-general, decided to sue him directly. The effects of Shaw and Fraser, the defendant's principal debtors, were to be seized under an article of the French code marchand, known as the "saizie conservatoire".
Monk, the attorney-general, advised against the suit on the ground that the debt of Shaw and Fraser was a private debt due to Cochrane, and that the government would have little chance of recovering it.
• The solicitor-general, however, contended that as Cochrane had neglected to take the securities required under the restrictions originally imposed on him (it was made abundantly clear that he had so neglected 4) and as he had refused to aid in the recovery of the debts due to the Crown, he had made himself liable for their payment.5 This opinion was destined to be upheld by the courts.
Cochrane, on his part, did his best to persuade the governor not to prosecute. In a well reasoned letter of April 20, after a pious expression of concern for the public welfare, he states that, during his four years as agent, over two million pounds have passed through his hands on government account, on all of which the exchange has been close to par. Had the credit system not Were the matter merely a commonplace incident in high finance at the public's expense, its narration might well terminate at this point. But it was rather more than that: it gave rise to legal and constitutional issues of the first importance and had a direct bearing on the constitution of 1791. These issues centred round the condition of the courts of the province. The dissatisfaction of the English merchants •vith the confusion in the laws and their application began, of course, with the British conquest and, though repressed by the war, had been growing •vith the years. 3 Now came peace and close upon its heels the veritable earthquake of the Cochrane suits, reaching far and wide throughout the province and threatening almost every merchant of importance in it •vith bankruptcy and ruin. • It was natural that an attempt should be made to change a system which, rightly or wrongly, the business community believed to be responsible for much of the prevailing uncertainty and dis- •0Quebec Legislative Library Pamphlets, Series C, vol. 8, No. 1. Cochrane himself bobbed up serenely in Quebec the same year. We find him petitioning for an extensive grant on either side of the St. Francis and for a lease of the government saw-mills at Chambly. He has an elaborate plan for exporting pine staves and oak the public were "grossly sacrificed". • Practically none of the business came before the Legislative Council. 2 This, then, was the end of the financial aspect of the long controversy. The weight of evidence is against Cochrane. There is little doubt that he abused the trust that Heidimend placed in him, and that the persons to whom he lent vast sums profired at the expense of the Crown. This was the current view at the time and, on careful examination, must still remain the view?
The legal and constitutional aspect of the case had one more chapter. The commission found that "the judges had taken a false view of the law and got the Crown into trouble in suing for debts which were not legally payable". 4 "Its report threw much light on the general maladministration of the Courts."* Coming close upon the heels of the elaborate investigation of 1787 conducted by Chief Justice Smith, by which it was made fairly evident that the judges were incompetent and legally ignorant and probably not impartial, 6 its importance in overthrowing the old involved system and preparing the way for the comparative clarity of the Constitutional Act must be estimated as most considerable. We are safe in concluding that, judged by its resulfs as viewed from the two angles of public law and private •B 77, p. 203. 2B 77, p. 206.
a"The abuse made of the public money has been very great." "I believe on this occasion as well as every other one when inquired into it will be found that General Haldimand's enemies are equally the enemies of our King and Country" (Lieut-Gov. 
